FINANCIALSTATEMENTS

Financial Statements
of the United States Government
for the Year Ended September 30, 1999

Statement
of Operations

and Changes

This State ment re portsthere sultsof Gov ern
ment oper ations. Thisincludesrev enuesprinci-

pally gener ated by theGov ernment’ ssovereign
power to tax, levy duties, and assessfinesand

penal ties. Thisstate ment cov ersthecost of Gov-
ernment oper ations, net of rev enueearnedfrom
the sale of goodsand ser vicestothepublic. It
alsoincludesany adjustmentsandunreconciled
transactionsthat af fectthenet posi tion.

Revenue

Themain sourceof rev enue
forGovernmentoperations
con sists of taxes and other rev-
enuetheFed eral Gov ernment
generatesunderitssovereign
pow ers.

“Individual IncomeTax and
TaxWithholdings” consist of
Federalindividualincome
taxes, Social Security taxes,
Medicaretaxesand rail road re-
tirement taxes, net of related re.
funds.

“Miscellaneous earned reve
nue” consistsof earnedrev e
nuesreceived fromthepublic
withvirtuallynoassociated
cost. Thiscategoryincludes

revenuesgener atedfromspec-
trum auctionsand rentsand
roy al tieson the Outer Con ti-

nental Shelf Lands.

Net Cost
of Government
Operations

The State ment of Net Cost

sum marizesthe“Net cost of
Government operations,”

which is gross cost minus
earnedrevenue.

Unreconciled
Transactions
“Unreconciledtransactions”

are ad just ments madeto bal-
ancethechangeinnet posi tion.

Net Position,
Beginning of Period

The*Net posi tion, beginning
of period” reflectsthenet posi-
tion reportedontheprior year's
Bal ance Sheet.

Prior Period
Adjustments

“Prior periodadjust ments”
arerevi sionsto cor rect the be-
ginning net posi tion.

Net Position,
End of Period

Thisamount reflectsthe net
positiononthecurrentyear’s

Bal ance Sheet.




44

FINANCIALSTATEMENTS

Statement

of Net Cost

ThisState ment presentsthe net
cost of fiscal 1999 Gov ern ment op-
erations. It also shows the cost to
carry out national pri ori tiesasde
termined by law.

Italsocat egorizescostsby major
function. It pres ents costsin much
the same way as does the bud get,
ex cept that costsareal lo cated to
functionsbased onaccounting
stan dards. Thus, this Statement re-
ports costs on an ac crual basisand
insomecasesal lo catesthemdif fer-
ently thanthebud get. Forexample,
thisStatement al 1o catesthe cost of

pensionsandretireehealthbenefits
among all the func tionsthat em

ploy work ers. Thebud get cat ego

rizespen sion pay mentstoci vil ian
retir eesasasubfunction, found un-

der“Incomesecurity.” Thebudget
categorizesagency contri butionsto
retirementfundsas intragovern-
mental outlaysdistributedamong
al thefunctionsthat em ploy work-

ers. A description of each of the
functionsandthe com po nentsof

net cost for theactivi tiesincluded
ineachfunctionispresentedin
Supplemental Informationas” Net
cost detail.”

This State ment con tainsthefol-
low ingthreecom po nentsfor each
function:

» Thegross cost of Gov ern-
mentoperations.

» Therev enuesearned from
the sale of goods and pro vi-
sion of servicestothepublic.

« The net cost of Gov ern-
ment op er ations, whichis
grosscost lessrev enue
earned.

Gross Cost

“Gross cost” in cludesthe full
cost of all functions. These costs
may bedi rectly traced, assigned on

acauseand ef fect basis, or reason
ably a lo cated to thefunction.

Earned Revenue

ThisisrevenuetheGov ernment
earned by providing goodsand ser
vicesto thepub lic at aprice.

Net Cost

The*“Net cost” of Gov ern ment
operationsiscom puted by sub-
tracting“Earned revenues’ from
“Gross cost.”

Balance

Sheet

TheBal ance Sheet showsthe Gov ernment’ sassetsandli abil i ties.
Whencombinedwith Stewardshiplnfor mation, thisinfor mationpresents
amorecomprehensiveunder standingof theGov ernment’ sfi nancial po-
si tion. Most lineitemson the Bal ance Sheet arede scribed in the Notesto
theFi nancial Statements. Thefirst note, for example, providesinfor ma-
tion on the accountingpol i ciesforassets and liabilities.

Assets

AssetsincludedontheBal ance
Sheet arere sourcesof the Fed eral
Government that remain avail ableto
meet futureneeds. Themost signifi-
cant assetsthat arere portedinthe
Bal ance Sheet areloansreceiv able

andinventories, aswell asproperty,
plant and equip ment. There are,

however, othersignificantresources
avail abletothe Gov ern ment that ex
tendbeyondtheassetspresentedin
thisFi nancial Statement. Thoseas-
setsincludeStew ard ship Assetsand
theGovernment’ ssov ereignpowers
totax, regulatecom merceand set

monetary policy. Theyalsoinclude
natural resources.
Selectedassetsarehighlightedin

theStewardshiplnformationsection
of thisreportto dem on stratethe Fed-
eral Gov ernment’ sac count abil ity for
theseassets. Stew ardshipassets in -
cludenational defenseassets, stew-
ardshiplandand heritage assdts.

National defense assets

“National defenseassets” are
weapon systemsand sup port ing as-
setsused by themil i tary for the Na-
tion’scommondefenseandgeneral
wel fare.

Stewardship land

“Stew ard shipland” island that the
Fed eral Gov ernment doesnot ex pect
tousetomeetitsobli gations, unlike

theassetslistedintheBal ance
Sheet. Thislandin cludesland set
aside for the use and en joy ment of
presentandfuturegenerationsand
land onwhich mil i tary basesarelo-
cated. Stew ard ship landismeasured
in non-financial units such as acres
of land and lakes, miles of park-
ways, and miles of wild andscenic
rivers. Examplesof stewardship
landincludenational parks, national
for ests, wil der nessar eas, andland
used to en hance eco systemsto en-
courageani mal andplant species
andto con servenature.

Heritage assets

“Heritageassets” areGovern
ment-owned as sets that have one or
moreof thefol lowingchar acteris
tics: historical ornatural signif i
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Assets, cont.

cance; cul tural,educational,orartis
ticimportance; orsignificant
architectural features. The cost of
her i tageassetsof tenisnot deter mi.
nableorrel evanttotheirsignif i

cance. Likestew ard shipland, the
Gov ern ment doesnot ex pect to use
theseassetstomeetitsobli gations.

Themostrel evantinfor mationabout
her i tageassetsisnon-financial . Ex-
amplesof heritageassetsinclude:
theDeclarationof Independence,

theConstitutionandtheBill of

Li brary of Congress.

are placed in this category.

Rightspre served by theNational
Ar chives. Alsoincluded are na-
tional monumentssuchasthe
VietnamVeteransMemorial, Jef-
fersonMemorial andthe Wash
ington Monument aswell asart
and cul tural treasuresat the
Smithsonianlnstitutionandthe

Many other sites such asthe bat.
tlefields, historicstructuresand

national historiclandmarksal so

Liabilities and
Net Position

Liabilitiesareobli gationsof theFederal Gov-
ernmentresultingfrom prior actionsthat will re
quirefi nancial resources. Themost signif i cant
li abil i tiesreported ontheBal ance Sheet areFed
eral debt securitiesheld by thepublicand ac
cruedpensionliabilitiesfor currentandretired
Federal civilianandmilitary personnel.Liabil i
tiesalsoincludesocial insurancebenefitsdue
and pay able as of there port ing date.

Aswithreported assets, the Gov ernment’ sre-
sponsi bil i tiesand pol icy commit mentsaremuch
broader thanthesereported Bal ance Sheetli abit
ities. Theyincludethesocial insuranceprograms
disclosedinStewardshiplnformation,awide
range of other pro grams un der which the Gov
ernment providesben efitsand ser vicestothe
people of this Nation, andcertainfutureloss
contingencies.

Themagni tudeand com plexity of social in-
sur anceprograms, coupledwiththeextreme
sensitivity of projectionsrelatingtothemany as
sump tionsof thepro grams, producealarge
rangeof possi bleresults. The StewardshipRe
sponsi bil itiessectiondescribesthesocial insur-
ance pro grams, re portslong-range estimatesthat
can beusedto assessthefi nancial condi tion of
the pro grams, and ex plains some of thefactors
that im pact thevar i ouspro grams. Usingthisin-
for mation, readerscanap ply their ownjudg ment
astothe sol vency and sustainability of thein di
vidual programs.

Each of thesocial insur anceprogramshasan
associ atedtrustfundtoaccountforitsactivity.
A nex planation of thetrust fundsfor so cial in

sur anceand many of the other largetrust fundsis
includedinNote19—Dedi cated Col lections.
That noteal so containsinfor mationabout trust
fundreceipts, disbursementsand assets.

A broad per spectiveontheFed eral Gov ern-
ment’ sresponsi bil i tiesisprovided by theCur-
rent Ser vices As sess ment, which also can be
foundunder Stew ardshipInfor mation. Pres-
entedinaccor dancewiththePresi dent’ sbud get,
thisinfor mationesti matesFederal ex penditures
andreceiptsfor fiscal 2000 to 2005, pro vided
there are no changes to cur rent law.

TheGov ernment hasenteredintocontractual
commit mentsrequiringthefutureuseof fi nan-
cial resourcesand also hasunresolved contin-
gencieswhereexistingconditions,situationsor
circumstancescreateuncertainty aboutfuture
losses. Com mit mentsaswell ascontingencies
that do not meet thecri teriafor recogni tionasa
li abil ity ontheBal ance Sheet, but for which
thereisat least areason able possi bil ity that a
losshasbeenin curred, aredisclosed in Note
18—CommitmentsandContingencies.

“Net posi tion” ispresented asthe sum of Bal-
ance Sheet assetslessBal ance Sheetli abil i ties.

Thelargenegativenet posi tionamount does
notim ply that the Gov ernment isin sol vent. Be-
cause of itssov er eign power to tax, and the
country’ swideeco nomic base, the Gov ern ment
hasuniqueac cesstofi nan cial resourcesto fi-
nanceitsdebts. Thispro videsthe Fed eral Gov-
ernmenttheabil ity tomeet present obli gations
andthosethat areantici patedfromfutureoper a-
tions.
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United States Government
Statement of Operations and Changes in Net Position
for the Year Ended September 30, 1999

(In bil lions of dol lars)

Revenue:
Individual income tax and tax withholdings .. .............................
Corporation iNCOME tAXES . . . . . ot it it e e e e e e
Unemployment taXES . . . oot
EXCISE taXeS . . vt i
Estate and gift taxes .. ... .. . . e
CUStOMS dULIES . . . . . o

Other taxes and receipts . . . . .. ..

Miscellaneous earned reVENUES . . . . . . o oo it i e e e e e e e e
Total FEVENUE . . . . o o e

Net Cost of Government Operations:
National defense . . . .. ...
HUM@N TESOUMCES . . . o it e e e e e e e e e e e e e e e
Physical reSOUICES . . . . . . o

INEErESt . . o e e e e

Otherfunctions . . ... ..o e

Total net costof Government operations. . . .. ... ...
Excess of revenue over Net COSt . . .. .. ..t

Unreconciled transactions affecting the change
in net position (NOte 16) . . . . . ..ottt

Increase in net PoOSItioN . ... ... .

Net position, beginning of period . . .. ... ... ... .. .. .. .

Prior Period Adjustments (NOte 17) . . . . .. ..o

Net position, end of period. . . ... ...

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.

1,456.0
1822
25.6
70.5
277
18.4
42.0

10.5

1,832.9

4132
905.3

95.1
2301

1123

1,756.0

76.9

24.4

1013
(6,1344)

69

(6,0262)




FINANCIALSTATEMENTS

United States Government
Statement of Net Cost
for the Year Ended September 30, 1999

Gross Earned
(In bil lions of dol lars) Cost Revenue Net Cost
National defense. . .. ... ... ... .. . . .. . ... . 451.2 38.0 4132
HumanResources:
Education, training , employment
andsocial services . .. ... . .. 579 14 56.5
Health. . ... ... 140.6 0.7 1399
Medicare. . . . ... 207.0 21.7 1853
Income SeCUrity. . .. . ..o 188.0 6.2 1818
Social Security. . .. ... 387.7 - 387.7
Veterans benefits and services (Note 11) .. ............ (43.2) 2.7 (459)
Total hUMan reSOUICES . . . . o oo oo e 938.0 32.7 905.3
Physical Resources:
Energy .. ... 129 124 a5
Natural resources and environment . ................. 27.1 2.9 24.2
Commerce and housing credit .. .................... 89.2 73.9 15.3
Transportation . . . . ... ... 441 11 43.0
Community and regional development . ............... 14.9 2.8 12.1
Total physicalresources .. ....................... 188.2 93.1 9.1
INTEreSt . o o vttt 230.1 - 2301
Other Functions:
International affairs . ........... ... ... ... .. ... . ... 29.6 9.6 20.0
General science, space and technology . . ............. 175 0.1 17.4
Agriculture . . . ... e 27.2 2.4 24.8
Administration of justice . . .......... .. ... ... . ... 31.2 1.6 29.6
General government .. ......... ... 25.1 4.6 20.5
Total otherfunctions . . .......................... 130.6 18.3 1123
1,938.1 182.1 1,7560

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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United States Government
Balance Sheet
as of September 30, 1999
(In bil lions of dol lars)
Assets:
Cash and other monetary assets (Note 2). . . ....... .. . ... 115.2
Accounts receivable (Note 3) .. ... ... 35.0
Loans receivable (NOte 4) . . . . .. 183.7
Taxesreceivable (NOte 5) . ... ... i 2.7
Inventories and related property (Note 6) . .. ...y 173.3
Property, plant and equipment (Note 7) .. ... . . i 298.8
Other assets (NOte 8) . .. .. .. e .3
Total ASSELS . . . . i e 883.0
Liabilities :
Accounts payable (NOte 9). . . ... ... 85.8
Federal debt securities held by the public (Note 10). . ... ................... 3,631.6
Federal employee and veteran benefits payable (Note 11) ................... 2,600.7
Environmental and disposal liabilities (Note 12). .. ....... .. ... .. .. 313.2
Benefits due and payable (Note 13) . .. .. .. ... . . 73.8
Loan guarantee liabilities (Note 4) . . .. .. ... . . 3H.1
Other liabilities (NOE 14) . . .« v v v o e e e e 169.0
Total liabilities . . ... .. 6,909.2
Commitments and Contingencies (Note 18)
Net POSItiON . ... (6.026.2)
883.0

Total liabilities and net position . . .. .. ... .. ..

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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